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CONFIDENTIAL MUSCAT 1529 

E.O. 11652: GDS 
TAGS: ENRG BEXP MU 

SUBJECT: ITALIAN FIRM WINS GAS PIPELINE CONTRACT 

BEGIN UNCLASSIFIED. 

1 . ENI OF ITALY HAS RECENTLY BEEN AWARDED A CONTRACT TO CONSTRUCT 
A 320-KILOMETER PIPELINE FROM THE YIBAL GAS FIELDS IN THE NORTHERN 
INTERIOR OF OMAN TO A COASTAL SITE NEAR THE CAPITAL AREA. THE 
TOTAL COST OF THE PROJECT IS EXPECTED TO BE ABOUT $94 MILLION 

AND WILL BE FINANCED BY THE KUWAIT FUND FOR ARAB ECONOMIC DEVE- 
LOPMENT, THE ARAB FUND FOR ECONOMIC AND SOCIAL DEVELOPMENT, 

THE ABU DHABI FUND, AND THE OMAN GOVERNMENT. CONSTRUCTION HAS 
ALREADY STARTED, AND THE PROJECT SHOULD BE COMPLETED BY EARLY 1978. 

END UNCLASSIFIED. 

2. BEGIN CONFIDENTIAL. TWELVE COMPANIES BID FOR THE CONTRACT; 

THE RHREE TOP CONTENDERS FROM LOWEST TO HIGHEST PRICE WERE 
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AN INDIAN-GERMAN CONSORTIUM, ENI, AND WILLIAMS BROTHERS IN- 
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TERNATIONAL (OF US). THE INDIAN COMPANY LOST THE BID LARGELY 
BECAUSE IT WOULD HAVE TAKEN TOO LONG TO COMPLETE THE PROJECT. 
ENI SEEMS TO HAVE PROPOSED THE BEST INITIAL COMBINATION OF PRICE 
AND COMPLETION TIME, WHILE WILLIAMS BROTHERS' BID WAS SIGNIFI- 
CANTLY HIGHER THAN THE WINNING ENTRY. 

3. ENI WAS UNDOUBTEDLY HELPED BY FACT THAT MUHAMMED 
ZUBAIR. MINISTER OF COMMERCE, IS THEIR AGENT IN OMAN. 

4. COMMENT: AWARDING OF PIPELINE CONTRACT TO ENI WAS A 
SUBJSTANTIAL LOSS TO U.S. BUSINESS IN OMAN. IT IS EXPEC- 
TED THAT A 10" GAS DISTRIBUTION NETWORK WILL BE BUILT TO 
SEEB AND PERHAPS SOHAR UP BATINAH COAST AFTER MAIN 20" 

PIPELINE IS COMPLETED; US FIRMS, WHICH HAVE BUILT MOST OIL 
PIPELINES IN OMAN, WOULD HAVE HAD INSIDE TRACK TOWARD 
THIS SECONDARY CONTRACT IF WILLIAMS BROTHERS HAD WON 

20" JOB, BUT IT IS NOW PROBABLE THAT ENI WILL DO SECONDARY NET- 
WORK AS WELL. 

WOLLE 
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